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28X1 1.1 ] he coe thing
3 - Comsmunist Chins wants sbove 8ll others, £cOnOmL , is industrial
; development - especislly development of beavy industry - apd to have that it
. was pecessary first for them to acquire capital goods. [ —]the only
2 5X they could produce capital would be through labor iztensification, and| ]
; [ ] 1abor could etand much ware of A sguesze than it was already
! undergoing, without being choked to the point of diminishing return.

2. [ ! gere have been indications from
both Comeunist < and olrevnere

p pinione need to be revised. The

3 whole internal effort of the couniry appears to be oentered on econcmic

‘{ development, and 1t now appeart that possidbly the Chinese may succeed In

. producing the vherewithal to get the capital gonds needed. This is not

A because of any econamic boosna but because of the absolutely ruthless way in
which the govermment hag gons =fier tradeable products. For example, not
only are they collectivizingthe farm system dbut they are going so far as to

* enforce collection of grain iteelf, and mationalizing it and other farm
products. It would appeax that private enterprise is 10 be wiped out
altogether.

,

3. Supposing that, through such methods as. these, the Communists can come iato
possession of goods that can be bartered for capitsl, the question arises
as to whether they can find markets for them, either behind the Iron Curtain
or in front of it. In 1946, for exanple, China had an import-export irade
amounting to ebout US$ 1 billion, very little of which went to the USSR.
Going back still farther, in 1935-37 21% of Chinese imports vere capital
goode, 36% intermediate products, and k3% conaumer goods. At the same time
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their exports were 21% crude foods, 38% rav materinls, 25% semi-manufactured
goods (1ix~2 egg products), and 16% rinished gocds, including some textiles.
If we vere to assume that today's ‘annua.l inport-ex- rt potential is a.lso
about US$ 1 billlon, with a breakdown about the same as for 1935-37, i

would be seen that roughiy half oq Ch...neﬂe importas would normally be in
consumer goods; this the Cmmuni3ts do not want. What thev do went 1is
only capital and intermediate good.s , for vhich probably the prewar amount
of exports wouwld be able to pay, te they ca.n probaebly export the 1/2 villion
needed to pay fur 1/2 billiom in oapital goods. Can they £ind markets?
There have been same indications that the[ir efforts have produced at least
aome export producta. Not long ago & Pme paper published statistics showing
the availability in Burope of both tung © oil and bristles. This leads to
another question: m#n the USSEpfiford t "1et the Chinese build up their
econamy to the pd Jd becom1ng n.ot G...LY strong at home but a world trader?
As of now thc Chinese are producins about two million tons of steel a year,
provebly in Shansi as well as Manchuria (; 1 iron ore has a higher
metallic content and its cokirg ccnal 18 be“‘f_:\ T™e Chinese want to reach
a steel production rate of five million ennua.l tons, but if they do, with
other increases to metech, they may beccne‘ quite e prodlem for the Sovietu.

l |there are.
two things the Chinese Cammunists are eager for beyond anything else:
International trade and admission (1o the United. Nations. And

these two factors will play very La.rgely in everything they say

both inside and outside the country for some time to come.
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